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This paper studies the extent to which present annual reporting practices fulfill the 
themes of comprehensive business reporting put forth by the Jenkin’s Report and a 
series of authoritative reports that have emerged in its wake, and thereby examines 
which types of information suppliers find relevant. In this paper, a content analysis of 
the annual reports of all the listed companies in the Danish biotech, pharmaceutical and 
medicotech industry from the fiscal year 2002/03 is conducted. The sample thus 
includes 13 companies. The empirical analysis uncovers the characteristics of the 
information that companies voluntarily supply to the capital market in their annual 
reports. The findings support the cost of disclosure theory, as a strong correlation 
between disclosure and market capitalization is found. Especially disclosures of 
corporate governance metrics and social and sustainability disclosures were 
significantly correlated with firm size. The overall findings indicate an overweight of 
context-building and branding-related information in the annual reports, suggesting that 
annual reporting plays a central role in legitimizing the company’s existence and that 
their content is driven by appropriate corporate action. The analysis confirms that there 
is a lack of disclosure of forward-oriented types of information which are comparable 
over time like e.g. value drivers, critical success factors as well as non-financial 
information. Finally, awareness towards and disclosure of information concerning the 
effects of voluntary disclosure were found to be non-existent. 
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1 Introduction 
In the wake of the 10 year anniversary of the seminal ‘Jenkins Report’ (AICPA 1994) 
and the recent accounting scandals in the US and Europe, this paper is concerned with 
identifying and analyzing the present status of business reporting. In the on-going 
debate, to a great extent spurred by the Jenkins Report from 1994 (AICPA 1994), it has 
been discussed extensively which information companies ought to disclose, and whether 
financial reporting as we know it today conveys sufficient relevant information to the 
capital markets. Much recent research has focused on which types of information 
companies are disclosing voluntarily (Beattie & Pratt 2002; Vanstraelen, Zarzeski & 
Robb 2003), e.g. via their corporate websites (Fisher, Oyelere & Laswad 2004), and 
which firm characteristics are influential on the extent of voluntary disclosure (Cooke 
1989, Adrem 1999). 
This paper identifies and analyzes to which extent present annual reporting practices 
fulfill the themes of comprehensive business reporting put forth by the Jenkin’s Report 
and a series of recommendational reports that have emerged in its wake. Unlike 
previous studies such as Beattie, McInnes & Fearnley (2002), this study acknowledges 
that the Jenkins Report themes fail to specifically incorporate two significant categories 
of disclosure, namely intellectual capital and sustainability related disclosures.  
In this paper, a content analysis (cf. Weber 1985) of the annual reports of all the listed 
companies in the Danish biotech, pharmaceutical and medicotech industry from the 
fiscal year 2002/03 is conducted. The point of departure for the study is taken in 
biotech, pharmaceutical and medicotech companies because recent research (e.g. Adrem 
1999, Arvidsson 2003, Bukh et al. 2004) indicates that the extent of voluntary 
disclosure within these sectors can be expected to be relatively high in comparison to 
that of other industries. Restricting the data with respect to the above sector invokes a 
database consisting of 13 companies. In all, over 10.500 text units were coded and 
analyzed. The results of the empirical analysis illustrate the characteristics of the supply 
of information from companies to the capital market via corporate reporting.  
Applying a content analysis method that considers the amount of disclosure rather than 
only existence versus non-existence, gives a better indication of the weight of the 
message the company is trying to communicate. The results thereby constitute proxies 
for the importance of different categories of information seen through the eyes of         
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management (see also Beattie, McInnes & Fearnley 2002), where the weight of the 
disclosure relates to the agenda laid down by the companies’ management. 
Söderbaum (1999) argues that companies are characterized as political economic 
organizations (PEO) rather than profit maximizing organizations. From Söderbaum’s 
(1999) perspective, corporate action is therefore driven by a logic of appropriateness 
(March & Olsen 1989) rather than a logic of consequentiality. For example, while the 
normative view of an organization’s purpose is to generate profits for shareholders, an 
appropriateness perspective on corporate action is concerned with communicating core 
values, mission statement, business concept, political ideology, and social responsibility 
(Söderbaum 2002, 191). Because of this, the present study will perceive disclosure 
decisions as being driven by appropriate patterns of behaviour, rather than e.g. the 
desire to maximize ‘transparency’ and the normatively argued causal effects of this.  
 
2  Voluntary disclosure: conforming to users’ needs? 
Voluntary disclosures can be defined as “disclosures in excess of requirements – 
representing free choices on the part of company managements to provide accounting 
and other information deemed relevant to the decision needs of users of their annual 
reports” (Meek, Roberts & Gray 1995, 555). According to Verrecchia (1983), the 
degree of voluntary disclosure is dependent on the propriety costs associated with the 
disclosure, as well as the favourability of the news. Propriety costs are the costs 
associated with the competitive disadvantage caused by disclosure.  
Verrecchia (1983) also proposes that voluntary disclosure is dependent on the costs 
associated with dissemination relative to company size. This proposition is known as 
the cost of disclosure argument. This theory suggests that voluntary disclosure is 
affected by company size, as larger companies have relatively lower information 
production costs (Meek, Roberts & Gray 1995, 566). Along with the theory of 
information asymmetry (cf. Akerlof 1970, Jensen & Meckling 1976), the cost of 
disclosure theory is a prime mechanism underlying companies’ choices with regard to 
voluntary disclosure.  
Beattie & Pratt (2002) argue that voluntary disclosure is important to investors and 
analysts as they base their earnings and cash flow expectations on both financial and 
non-financial information. Furthermore, as earnings and cash flow expectations are 
cornerstones in company valuation, non-financial information contributes to the         
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accuracy of the valuation (Christensen & Demski 2003, Lang & Lundholm 1993). More 
informative disclosures reduce the information asymmetry between the company and 
the capital markets, thereby diminishing uncertainty regarding the company’s future 
prospects (Botosan 1997) and leading to more accurate forecasts on which investors can 
base their investment decisions (Lang & Lundholm 1996). Furthermore, Vanstraelen, 
Zarzeski & Robb (2003) confirm this in finding that higher levels of forward-looking 
non-financial disclosures are associated with lower dispersion and high accuracy in 
financial analysts’ earnings forecasts.  
The sections above illustrate that providing voluntary information, e.g. through business 
reporting, is a way of satisfying users’ needs (cf. McEwen & Hunton 1999). The 
question then prevails, whether the annual report as it is today can fulfill these needs? 
Holman (2002) states that comprehensive business reporting should convey a broader 
representation of the company and its value creation logic, than that which is presently 
communicated through financial reporting, while the Jenkins Report (AICPA 1994) 
proposes that user needs ought to be the focal point of corporate reporting. However, 
this notion of considering and researching the usefulness of annual reporting from a user 
perspective is not new. Lee & Tweedie’s twin studies (1977, 1981) examined first the 
private investors’ and secondly the institutional investors’ perceptions of the usefulness 
of the corporate report, and in subsequent studies by Arnold & Moizer (1984) and Pike 
et al. (1993) user requirements from the analyst’s perspective were examined.  
Bartlett & Chandler (1997) conducted a follow-up study on Lee & Tweedie’s 1977-
study. They concluded that little had changed in the 20 years that had passed, despite 
the efforts of the accounting profession and the business community to improve 
communication between management and shareholders. In a likewise manner, it shall be 
interesting to see how the results of the empirical investigation of business reporting 
narratives relate to the ideas proposed by the Jenkins Committee a decade ago and the 
more recent authoritative literature. 
Also within the realm of research of user needs is a number of studies that concentrate 
on the identification and verification of specific information items and their perceived 
usefulness to different groups of participants in the market for information. Eccles & 
Mavrinac (1995) and Eccles & Kahn (1998) investigated the perceived importance and 
usefulness of a series of disclosure categories, finding a significant gap between 
management’s, analysts’ and investors’ perceptions of the quality and usefulness of 
different types of corporate disclosures. In a more recent study, Beattie & Pratt (2002)         
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investigate which information items expert users and private shareholders, respectively, 
perceive as being important. Their results suggest that both groups, as well as requiring 
financial information, consider information concerning the context of the business, 
intellectual capital, strategy, and value drivers as being of significant importance.  
Taking the above discussions into account, an underlying notion within the business-
reporting debate is therefore that mandatory requirements are not satisfactory in order to 
meet users’ needs, and that the future of corporate reporting includes aspects currently 
perceived as voluntary (DiPiazza & Eccles 2002). Eccles et al. (2001) argue that the 
implications of this will be moving companies’ practices from a performance 
measurement agenda to a performance reporting agenda. The argument made here is 
that if the information is important for the management of the company, then it is also 
relevant for external parties.  
Thus, ensuring that user needs will be met, inevitably means breaking down the barriers 
between financial and managerial accounting (AICPA 1994, Ansari & Euske 1995, 
Jonas & Young 1998) and for companies to report the metrics used to manage their 
operations and drive their business strategies, and e.g. related non-financial information 
on present strategies. If this is such an essential undertaking, then one should ask why 
this has not been executed decades ago. The answer could lie in the term ‘propriety 
costs’. The fear of giving away information that undermines the company’s competitive 
advantage, not to mention top-management’s fear of litigation for wrongfully disclosed 
information are hurdles which must be overcome. The key to solving this ‘information 
paradox’, lies in creating greater understanding and awareness of the effects, and lack of 
effects, of more detailed disclosures. Moreover, creating confidence within the business 
and financial community in the application of such new types of disclosure is crucial.  
Creating confidence in new types of information is a question of enhancing reliability, 
either through normalization of practices via regulation or through disclosure 
consistency of use, and in this manner generating user experience in understanding such 
performance measures. The discussion above underlines that voluntary disclosures 
through business reporting are important in order to meet users’ needs. They are 
inherently a part of creating transparency with respect to the company’s future 
prospects. However, costs of disclosure in the form of propriety costs present a problem 
in relation to this movement towards comprehensive reporting. This is not a 
revolutionary new insight, but nevertheless still of vital importance. Management’s 
perception of propriety costs may be influenced as practices evolve and a greater         
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awareness of the potential effects of voluntary disclosures is created. In this sense the 
present study provides an insight into the state of present practices in relation to the 
themes of disclosure suggested in the authoritative business reporting literature.  
 
3  Identifying common themes in business reporting  
In order to conduct a meaningful investigation into the current state of business-
reporting practices, this section establishes which themes, i.e. the types and categories 
of information, standard-setting bodies and other authoritative institutions recommend 
companies to disclose on in order to fulfill the capital markets’ demands for 
information. Throughout the remainder of the paper, such types, categories, and 
recommendations will be denoted themes of business reporting. 
For the purpose of the present paper, a distinction between two streams of literature, 
namely authoritative literature and concrete suggestions and models for reporting, must 
be made. While the authoritative literature, most notably the Jenkin’s Report (AICPA 
1994) and the reports listed in table 1, primarily is concerned with identifying and 
recommending areas for further development and substantiating reasons for disclosing 
such themes, another stream of literature, namely the business reporting model 
literature, which applies a different angle, also exists. Here the suggestions are much 
more concrete with respect to identifying indicators, and a procedure or method for 
constructing the report is often entailed, i.e. concerning the actual deliverance of the 
proposed content. 
Beattie, McInnes & Fearnley (2002) conduct a study analyzing the content of a set of 
annual reports’ narrative sections. However, their analysis only takes its point of 
departure in the 10 themes suggested by the Jenkin’s Report (AICPA 1994, 44). This 
study recognizes that there has been much discussion in this field in recent years, and an 
attempt is made to incorporate the viewpoints and themes highlighted in the more recent 
authoritative literature and developments too. The following sections briefly highlight 
the authoritative literature taken into consideration and discuss the thoughts of some of 
the authoritative reports in relation to the themes on which the empirical analysis is 
based.  
The authoritative literature relating to the debate on comprehensive business-reporting 
has been selected from a thorough literature review. The reports considered are: 
‘Improving Business Reporting – A Customer Focus: Meeting the Information Needs of         
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Investors and Creditors’ also referred to as the Jenkin’s Report (AICPA 1994); 
‘Business and Financial Reporting, Challenges from the New Economy’ (Upton 2001); 
‘Unseen Wealth’ (Blair & Wallman 2001); ‘Improving Business Reporting: Insights 
into Enhancing Voluntary Disclosures’ (FASB 2001); ‘New Directions in Business: 
Performance Reporting, Communication and Assurance’ (Bray 2002); and ‘Sustainable 
Development Reporting: Striking the Balance’ (Heemskerk et al. 2003).  
The Jenkins Report (AICPA 1994) is viewed as a seminal contribution with respect to 
recommendations for the future developments of business reporting, which the FASB 
(2001) defines as all the information that a company provides in order to help investors 
with their capital allocation decisions. In this respect, business reporting entails more 
than financial statements, including the disclosure of aspects such as management’s own 
operating data, management’s analysis of such data, and forward-looking types of 
information. Heemskerk et al. (2003, 57), for example, emphasize the necessity of 
corporate reporting to enable users to look forward, and to enable an understanding of 
the company’s business model.  
Although there is a great deal of agreement concerning the need for developments in 
corporate reporting practices, there is some ambivalence as to how this should be 
carried out. While some contributions argue that standard setters should be responsible 
for developing the comprehensive model for business reporting (cf. AICPA 1994), 
others reason that changes must come from the business community as market leaders 
and industries see first mover advantages of greater transparency (Bray 2002, 3). The 
problem is that e.g. non-financial information is inherently idiosyncratic to particular 
industries and perhaps even to individual enterprises (Upton 2001). Therefore it is not 
necessarily new accounting standards that are needed, rather standards for form, 
presentation, and disclosure of underlying assumptions as suggested by DiPiazza & 
Eccles (2002) in their three-tiered model of corporate reporting. 
The reasons advocated for improving companies’ business reporting efforts relate to 
both external and internal objectives. Externally, relevance to the capital market is 
perceived as a main driver of business reporting, as the underlying premise that 
improving disclosure makes the capital allocation process more efficient and reduces 
the average cost of capital. Examples providing companies with helpful ideas of how to 
describe and explain their investment potential to investors e.g. is given in the FASB 
report (2001). Also, it is argued that a new generation of analytical tools is needed to 
enable company boards, shareholders and investors to judge management performance         
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and differentiate good, bad and delinquent corporate stewardship (Eustace 2001, 7). 
Moreover, Blair & Wallman (2001, 45) accentuate that more reliable and useful 
information to financial markets must be obtained by improving internal measurement, 
which creates a better understanding of the company’s key value drivers.  
In this manner internal and external objectives become closely interrelated. Blair & 
Wallman argue that “[t]he lack of good information about the most important value 
drivers in individual firms, and in the economy as a whole, makes it more difficult for 
managers within firms and individual investors in the capital markets to make sensible 
resource allocation decisions” (2001, 58). Also of internal relevance is the ability to 
communicate strategy, vision and corporate objectives to employees throughout the 
firm. According to Bray (2002), enabling management and employees to understand the 
reporting and communication strategy of the company can be achieved by 
synchronizing the company’s performance reporting with management’s decision 
making models.  
Almost as a mantra, it is argued that a disconnect exists in that economic and business 
systems are tracking with ever increasing efficiency a smaller and smaller proportion of 
the real economy (Eustace 2001, 6). Furthermore, Eustace (2001, 5) contends that the 
economy is in a phase where value-creation stems chiefly from innovation capability, 
and where the level and scope of intangible investment has reached a critical mass 
posing a challenge to the orthodoxy of classical economics and accounting.  
The comprehensive model for business reporting proposed by Jenkins (AICPA 1994, 
44) initially identified ten components which should be included in a corporate report. 
There is a great deal of agreement among the authoritative reports reviewed that 
elements such as: management’s operating data, management’s analysis of financial and 
operating data, information on risks and opportunities, critical success factors, value 
drivers, objectives, strategy, and vision should be disclosed on in the corporate report. 
Also, the need for comparable non-financial measures is broadly accentuated, as this 
will increase the reliability of performance indicators significantly (Blair & Wallman 
2001). Comparability is related both to the ability to track new metrics and non-
financial value drivers from period to period (Upton 2001; FASB 2001), and to the 
ability of benchmarking such measures across companies (Bray 2002).  
Other areas emphasized include segment information such as the break-up of 
information by line of business and type of expenditure (FASB 2001), and generally the 
mobilization of key performance indicators in multiple dimensions (Bray 2002).         
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Likewise, the significance of intangibles for value creation (Eustace 2001) invokes that 
additional data about intellectual capital, including human resources, customer 
relationships and innovation, would be beneficial as such information depicts the 
processes that people and the infrastructure put in place to achieve organizational 
objectives (Bray 2002, 13). Such information is regarded as important in minimizing 
investors’ perceived risk in connection with investing in the firm. Furthermore, the 
reporting of business risks, efforts with respect to business risk management, and 
corporate governance are aspects which are also emphasized within the realm of an 
enterprise wide perspective towards risk reporting. Two of the latest recommendational 
reports also argue for the mobilization of multiple stakeholder perspectives (Bray 2002, 
Heemskerk  et al. 2003) and linking social and environmental measures to business 
objectives.  
 
  Proposed business-reporting theme  A  F  U  BW  B  H 
1 Financial  data  X   X  X  
2  Management’s operating data  X  X   X   X  X   
3  Management’s analysis   X  X    X  X   
4  Risks and opportunities  X  X  X  X  X  X 
5  Critical success factors  X  X  X  X  X  X 
6  Objectives, strategy, vision  X  X    X  X  X 
7  Comparable non-financial measures   X    X  X  X  X 
8  Background information   X  X      X   
9 Value  drivers  X  X  X  X  X 
10 Segment  information  X  X X     
11 Intellectual  capital   X  X X   X 
12  Effects of voluntary disclosure  X  X    X     
13 Corporate  governance  X        X 
14  Social, environmental and sustainability disclosures          X  X 




Improving Business Reporting – A Customer Focus: Meeting the Information Needs of 
Investors and Creditors; also referred to as the Jenkins Report (AICPA 1994) 
F)  Improving Business Reporting: Insights into Enhancing Voluntary Disclosures (FASB 2001) 
U)  Business and Financial Reporting, Challenges from the New Economy (Upton 2001) 
BW)  Unseen Wealth (Blair & Wallman 2001) 
B)  New Directions in Business: Performance Reporting, Communication and Assurance (Bray 
2002) 
H)  Sustainable Development Reporting: Striking the Balance; also referred to as the World 
Business Council for Sustainable Development (WBCSD) Report (Heemskerk et al. 2003)  
Table 1. The themes of the business reporting recommendations 
 
The review of the six recommendational reports revealed a great extent of agreement as 
to which types of information were perceived as important and decision-relevant for the 
capital markets and other external stakeholders. In all, 14 separate categories were         
  10
identified, and for the purpose of the content analysis a 15
th category that catches all the 
text clauses which cannot be distributed among the other themes is included.  
These themes are illustrated in table 1 along with an indication of which authoritative 
literature considered which themes. The 15 themes form the basis on which the coding 
and content analysis of the 13 annual reports in the sample is carried out. The identified 
themes cover a wide spectrum of information from the more traditional financial and 
operating data, and management’s analysis of data to the more forward-oriented 
information such as critical success factors, strategy and intellectual capital. In a sense 
they constitute the content of what a so-called flagship performance report should 
contain (Bray 2002). 
 
4 Methodology 
This paper applies a content analysis approach to the study of current reporting practices 
that is similar to the approach used by Beattie, McInnes & Fearnley (2002)
1. In a 
likewise manner, this paper applies a content analysis approach to the study of annual 
reports that measures the degree of disclosure in each theme.  
Jones & Shoemaker (1994) conduct a thorough review of empirical studies of content 
and readability. Such studies of the content of narrative sections of annual reports have 
e.g. been conducted in relation to studying the importance of human capital disclosures 
(Olsson 2001) or been related to the risk of bankruptcy (Smith & Taffler 2000). Among 
the advantages of applying a content analysis approach to the study of accounting 
narratives, rather than using a disclosure index approach (cf. Beattie, McInnes & 
Fearnley 2002) is that the study thereby analyzes all the narrative disclosures in the 
reports, rather than merely looking for the presence of particular items. In this way, the 
present study differs from similar studies of annual reports like e.g. Cooke (1989), 
Botosan (1997), Arvidsson (2003), which apply disclosure indices.  
Applying content analysis as a disclosure measurement approach essentially concerns 
the construction of a measure for the quality of corporate disclosure. In the present 
study quality is thus proxied by the amount of disclosure according to the 15 themes. 
Despite the fact that Guthrie et al. (2004, 289), for example, argue that measures of the 
quality of disclosure also should take into account the form and location of the 
                                            
1 Beattie, McInnes & Fearnley (2002) analyze the narrative reporting content of a sample of 11 annual 
reports in the food processor industry in England.         
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disclosures in the report (see also Guthrie & Parker 1990), the relative emphasis put on 
the disclosure in each theme is perceived to give a sufficient indication of disclosure 
quality.   
This study bases its categorization of the sample of annual reports’ narrative disclosures 
on the 15 themes identified through the review of the authoritative business reporting 
literature above. Within each theme, a series of appropriate sub-categories were 
identified. A number of disclosure studies were reviewed in order to identify relevant 
sub-categories. The sub-categories chosen are influenced by the categories applied by 
Beattie, McInnes & Fearnley (2002), GRI (2002), and Bukh et al. (2004). In total 75 
sub-categories across the 15 themes were identified. These are depicted in appendix 1, 
which also reports the details of the content analysis and percentages for each theme and 
sub-category.  
All of the reports were downloaded from the respective companies’ websites. The 
reports were then copied directly into a Word-document, excluding the sections that 
were not to be included in the analysis (see below). On two occasions the reports had to 
be transformed into a Word-document using a scanner and OCR software. Once the 
word documents were ready, a system of visible separators between the text clauses was 
added. Reliability in the coding process was secured using the formal procedure 
described below. After the reports had been coded, the amount of text units related to 
each of the 75 sub-categories was established.  
The results of the coding process were then transferred to Excel, where they were 
aggregated an analyzed accordingly. As a guiding rule, all narrative content was 
considered the objective of the content analysis. In practice this included the following 
sections: Company highlights, the chairman’s statement, the director’s report, 
management’s discussion and analysis, captions from pictorial material, and other 
supplementary sections such as corporate governance, intellectual capital, sustainability 
reporting. The analyses did not include: Tables of contents, summary tables of financial 
data, the auditor’s report, audited financial statements, notes and lists of principal 
operating companies. In total, 10.548 text clauses were coded and analyzed. 
The approach applied in this paper is a classical content analysis (Gerbner et al. 1969; 
Krippendorff 1980) where already determined codes are taken as a starting point (cf. 
Ryan & Bernard 2000, 785). Besides the importance of getting reliable data, a 
systematic and methodical analysis of the data will be applied. The paper utilizes a 
formal procedure building on the categories determined in the literature review of the         
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authoritative business reporting literature. This study departs in Weber’s (1985, pp. 22-
24) eight prescribed steps for ensuring reliability in the content-analysis. Table 2 below 
lists these steps along with a brief comment on how each step was mobilized in the 
present study.  
    
  Weber’s steps  Mobilization of the step 
1  Define the recording units (e.g. word, 
word sense, sentence, or theme) 
The text is coded according to clauses of topic. 
In the paper, clauses are referred to as text 
units. Mostly this is per sentence; however, 
there are instances where a sentence includes 
several topics. 
2  Define the categories (e.g. through 
literature review) 
The categories are defined in the literature 
review of recommendational reports on 
business reporting. A 15
th category catching 
leftover text is included, i.e. text which could not 
be attributed to any of the recommendational 
themes. 
3  Test coding on sample of text (apply 
abbreviated tags to represent the 
categories) 
The first report was coded in two steps. In the 
first step only the overall category was applied. 
The second step extended this with a sub-topic 
code.  
4  Assess accuracy or reliability (e.g. 
whether the coding is correct) 
Accuracy was assessed during the second 
coding step. It was decided to maintain this 
two-step procedure throughout the whole 
coding process. 
5  Revise coding rules (e.g. develop 
disambiguation rules) 
Coding rules were developed during the test-
coding. In general, cases of conflict were 
solved by dividing the text into separate 
clauses where possible. Alternatively, an 
assessment as to which code had the strongest 
position was done.  
6  Return to step 3 (until accuracy or 
reliability is satisfactory) 
Accuracy was found to be satisfactory within 
the two coding steps.  
7  Code all the text, and  This is really hard work! It is estimated that 
each report took just over two days to code 
including preparation of the word document and 
the two-step procedure. 
8  Assess achieved reliability or accuracy The  achieved reliability is perceived to be 
satisfactory 
Table 2: Mobilization of Weber’s steps for ensuring reliability 
According to Unerman (2000), limitations of the content analysis method that must be 
considered relate to subjectivity in connection with the coding process. Furthermore, 
Unerman (2000, 674) argues that quantification is a major concern when applying this 
research method, because the application of different methods inevitably lead to 
different impressions of the relative importance of chosen themes. A good example of 
this is whether to measure the degree of disclosure according to sentences or as the 
percentage of pages relating to a certain theme.         
  13
Ensuring process validity, also denoted internal validity (cf. Yin 1994) can be achieved 
via methodological coherence. In this paper, internal validity is secured through the 
application of the formal coding procedure described above. Reliability in content 
analysis approaches involves two separate issues (Milne & Adler 1999), namely 
demonstrating that the data produced from the analysis is reliable, but also verifying that 
the applied coding instrument is reliable. The former can be achieved via the use of 
multiple coders and reporting that the discrepancies between the coders are minimal. 
The latter is mainly a question of ensuring well-specified decision categories and 
decision rules. According to Milne & Adler (1999) the application of a rigorous 
approach to the latter issue reduces the need for multiple coders. Table 2 thus describes 
how this study seeks to ensure a reasonable degree of reliability. 
 
5 Descriptive  results 
The data collection is based on the annual reports of all the companies listed on the 
Danish stock-exchange that operate within the biotech, pharmaceutical or medicotech 
industries. In total this amounts to 13 companies, all of which were included in the 
study. A list of the companies is provided in table 3. All of the sampled annual reports 
are from the fiscal year 2002/03. The industry chosen to be analyzed was selected in a 
purposive manner. Firstly, the Scandinavian business environment has been renowned 
(DiPiazza & Eccles 2002) for its voluntary disclosure of e.g. human resources and 
intellectual capital. Secondly, a number of recent studies indicate that the biotech, 
pharmaceutical and medicotech industries are among those which provide the most 
comprehensive corporate disclosures to the business environment (cf. Bukh et al. 2004, 
Arvidsson 2003).          
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Novo Nordisk  Pharmaceuticals 72.680 3,2  2.543  37 
H. Lundbeck  Pharmaceuticals 26.413 4,5  1.256  22 
Novozymes  Pharmaceuticals 15.364 3,7  1.008  20 
William Demant  Medical devices  14.199  33,2  285  21 
Coloplast  Medical devices  12.321  6,2  1.049  15 
Radiometer  Medical devices  3.877  2,5  604  9 
Chr. Hansen   Med. & biotech  2.946  1,5  798  14 
Genmab  Biotechnology 1.517  1,1  362  9 
Neurosearch  Biotechnology 1.393  5,4  748  10 
Bavarian Nordic  Biotechnology 1.174  6,0  472  4 
Ambu B  Medical devices  356  1,2  550  2 
Pharmexa  Pharmaceuticals 150 1,0  550  5 
Torsana  Medical devices  29  0,5  233  0 
Table 3: Companies ordered by market capitalization 
Table 3 illustrates the results of the content analysis ordered according to market 
capitalization. The table also includes an indication of the companies’ industrial 
affiliation, their market-to-book value and respective disclosure content. Table 4 
provides descriptive statistics across independent variables and the categories of 
disclosure including the mean for each category, standard deviation, and minimum and 
maximum values. All of the values with regard to disclosure are in numbers of coded 
text-units.  
 
                                            
2 Book value as of the 1
st of April 2004         
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Descriptive statistics of the variables in the sample 






Market capitalization (in mio. Dkr.)    11.724,5  20.024,86  29  72.680 
Market-value/book-value   5,39  8,58  0,5  33,2 
Disclosure (# of text units) across companies  10.458  804,5  605,75  233  2.543 
Disclosure (# of text units) across categories  10.458  697,2  704,37  8  2.745 
Sub-categories:          
Background information   BI  2.745  211,2  119,33  64  422 
Social and sustainability disclosures SOC 1.640  126,2  280,46  1  1.019 
Non-categorizable information  NON  1.030  79,2  106,43  0  301 
Financial data  FIN  966  74,3  34,66  27  129 
Managements analysis  ANA  752  57,8  31,85  12  111 
Objectives, strategy & vision  OSV  604  46,5  32,55  11  118 
Intellectual capital   IC  477  36,7  22,34  6  87 
Corporate governance  CG  452  34,8  45,36  0  179 
Risks and opportunities  RIO  432  33,2  26,42  4  102 
Managements operating data  MAD  376  28,9  18,20  6  75 
Segment information  SEG  323  24,8  19,63  1  66 
Critical success factors    CSF  322  24,8  11,44  9  46 
Comparable non-financial measures  COM  233  17,9  27,75  0  73 
Value drivers  VD  98  7,5  4,89  0  15 
Effects of voluntary disclosure  EFF  8  0,6  1,19  0  3 
Table 4: Descriptive statistics of the variables 
 
6  Analysis and discussion of results across disclosure 
categories 
Table 4 and figure 1 illustrate the results of the content-analysis across the 15 
categories. The data in figure 1 is supplied in percent of total disclosure and it includes 
the sample mean for each disclosure-category along with the minimum and maximum 
values in order to visualize the deviations within each category. In the following 
sections, the characteristics and results of the disclosure-analysis of each of the 15 
categories will be discussed. 
The category ‘background information’ (labelled ‘BI’) is the category disclosed upon 
the most. In total, 26,2% of all the information disclosed in our sample is attributable to 
this category. The disclosure within this category is dominated by information on the         
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general development of the business (44,2%), along with information on products 
(27,4%) and markets (11,9%)
3.  
The second most disclosed upon category is ‘social and sustainability disclosures’ 
(labelled ‘SOC’). It amounts to 15,7% of the total disclosure. This category is 
dominated by disclosures pertaining to sustainability (38,0%), and environmental 
(27,7%) and social aspects (24,3%). However, these results are not representative of a 
general trend within the sample. Rather, they are significantly influenced by three 
special cases, namely: Novo Nordisk, Novozymes and Coloplast. Together they account 
for 1.443 coded units out of 1.640, or 88% of the category. These three companies focus 
on sustainability reporting along the Global Reporting Initiative guidelines (GRI 2002), 
hence their focus on social and sustainability aspects. Had the sample not included the 
sustainability sections of these three reports, this category would merely have amounted 
to 2% of the total disclosure. Ignoring the three special cases, the dominating 
subcategory becomes environmental disclosures, accounting for 54% of the 
information. This is because certain environmental information is mandatory in 
Denmark for companies with production facilities.  
The categories ‘background information’ and ‘social and sustainability disclosures’, 
serve the purpose of describing the conditions within which the firm operates and 
thereby supply the context for understanding the big picture and thus the other and more 
value relevant information. The fact that such a large proportion of the total disclosure 
consists of context giving information, suggests that companies’ reporting practices 
could be enhanced substantially if disclosure focused on the most important 
                                            
3 All numbers relating to sub-categories are in percent of the disclosure in the category being discussed 
and not of total disclosure.  







BI SOC NON FIN ANA FWL OSV IC CG MAD SEG COM CSF VD EFF
Min Mean Max        
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information, as is confirmed by the SEC in their guidance on management’s discussion 
and analysis (SEC 2003). Also, Funk (2003) argues that the relevance of voluntary 
disclosures, e.g. on sustainability, could be enhanced by ensuring an explicit link 
between them and corporate strategy. 
‘Non-categorizable information’, (labelled ‘NON’) totals 9,8% of the total sample. 
Examples of such information could be references to other parts of the report or 
information relating to the historic developments in illness-treatments. This category too 
is affected significantly by 3 special cases, namely: Bavarian Nordic, Lundbeck and 
Novo Nordisk. These three reports account for 760 units of the total of 1.030 in this 
category, i.e. 74%. The text attributable to this category is dominated by general 
descriptions of diseases that are treated by the companies’ products and medicine 
(76,2%). These descriptions are characterized by being too general to be categorized as 
background information such as e.g. product or market information. Other types of 
information in this category include interviews and statements from users of the 
company’s products. 
In the next two places we find two categories that might have been expected to account 
for a major proportion of the annual report, namely financial data and management’s 
analysis of data, e.g. financial data, operating data. Together with the category 
‘management’s operating data’, these constitute the more traditional narrative 
disclosures in the annual report. The fourth most disclosed upon theme, with 9,2% of 
the total disclosure, is ‘financial data’ (labelled ‘FIN’). Of the 966 text units relating to 
this category, disclosure of information regarding profit and profitability measures 
account for 30,5% and disclosures regarding working capital 14,9%. The rest of the sub-
categories (see appendix 1) were fairly evenly distributed, disclosure wise. The 
distributions of the disclosures are also very stable across all the companies in the 
sample. This of course reflects the fact that financial data is mandatory and that there 
are mandatory requirements to the ‘Management’s discussion and analysis’ (MD&A) 
section too.  
‘Management’s analysis’ of e.g. financial and operating data (labelled ‘ANA’) accounts 
for 7,2% of the total disclosure or 752 coded text units. This category is dominated by 
disclosures within the sub-groups analysis of management data (36,4%) and analysis of 
financial data (35,9%). The four remaining sub-groups, analysis of macroeconomic 
trends, markets changes, forward-looking information and other external trends merely 
account for the remaining 21,8%. Management’s analysis of financial and operating         
  18
data is one the points raised by the SEC as a key element of the narrative sections of the 
annual report (SEC 2003). They state that the MD&A ought to not solely be a 
discussion but also an analysis of the information including known trends, demands and 
uncertainties. The MD&A should not merely be a restatement of financial information 
in a narrative form (SEC 2003, 10). The results of this analysis indicate that this is an 
aspect where present reporting practices are lacking.  
Statements on the company’s ‘objectives, strategy and vision’ (labelled ‘OSV’) account 
for 5,8% of the total disclosure. The dominating sub-category is disclosure of 
information on strategy, accounting for almost 58% of these disclosures. The 
disclosures within this category are relatively stable across the sampled reports, 
indicating that the companies neither disclose too much or too little of these types of 
information. Most likely, this is justified by the lower limit in a sense being set by the 
mandatory requirements to the MD&A, while the upper limit is set by the fear of 
propriety costs.  
Disclosures on ‘intellectual capital’ (labelled ‘IC’) total 4,6% of the total sample. 64%, 
or 305 units, of this information are directly attributable to the employee category. The 
disclosures in this sub-category are mainly descriptions of resources that make up the 
companies’ knowledge-base, e.g. “Out of our 87 employees, 43 hold a master’s degree 
and 27 of these employees also hold a Ph.D or MD” as is described in Pharmexa’s
4 
annual report from 2002. The remaining four sub-categories are characterized by being 
more focused on assets that create competitiveness in the future such as core 
technologies, patents and structural and organizational capital, thus only amount to 172 
text units, which is equivalent to 36% of the disclosure in the IC category and a mere 
1,6% of the total disclosure. Moving disclosures away from descriptive narratives to the 
categories that are more closely related to analysis of the firm’s future prospects should 
be a focal point in developing the disclosure within this category.  
Information on ‘risks and opportunities’, (labelled ‘RIO’) accounts for 4,1% of the total 
sample, or 432 text units. This category is closely interrelated with the ‘corporate 
governance’ category, as applying information on risks and opportunities is a part of 
most corporate governance recommendations. Together with the 4,3% of the ‘corporate 
governance’ category (labelled ‘CG’), this adds up to over 8% of the total sample. There 
are no major outliers in this category, suggesting that corporate governance disclosure is 
of equal importance to all firms. These results must be interpreted in the light of the 
                                            
4 Pharmex’s annual report from 2002 can be downloaded from www.pharmexa.dk          
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recent Danish developments. A very influential report, commonly referred to as the 
Nørby-committee report (Johansen et al. 2001), was published in 2001. It has received a 
great deal of attention in the Danish media and therefore has probably had some 
influence on the amount of disclosure within these categories. It would be interesting to 
measure the change in disclosure over the previous 2-3 years. This is, however, no 
within the focus of the present paper.  
Rather surprisingly, ‘management’s operating data’ (labelled ‘MAD’) is found as far 
down as number 10 on the list of the most disclosed voluntary information in sample of 
annual reports. The disclosures attributable to this category merely totalled 376 units 
which is equal to 3,6% of the total sample. Of these, information on revenues totalled 
62,2% and costs 27,1%.  
As we move further down the list, we encounter a number of categories that all have 
been mentioned extensively in the business-reporting debate. However, they are almost 
non-existent in the empirical sample. Calls for more extensive reporting of ‘segment 
information’ (labelled ‘SEG’), e.g. via a drill-down function have been heard from 
investors and the analyst community. Despite this, segment information in the narrative 
sections of the annual report only amount to 3,2% of the total disclosure. The types of 
information considered in this category through the analysis are primarily segment 
information on product and market-segments. When the ‘market for information’ 
participants call for more segment information along these dimensions, they are 
probably more concerned profits and margins that they can apply directly in their 
discounted cash flow models.  
In relation to greater transparency, the capital market participants have continuously 
expressed the need for ‘comparable non-financial information’ (labelled ‘COM’). Such 
disclosures relate to establishing reliability around measures that are not part of the 
audited financial section of the annual report. Only 233 text units were attributable to 
this category. Providing measures that are comparable is an important aspect in 
legitimizing voluntary disclosure. Legitimization of voluntary disclosure means 
verifying that the disclosure is trustworthy and not merely a marketing gimmick. 
Clearly this is an important area for improvement in the strive for providing reliable 
non-accounting information to the capital market.  
‘Critical success factors’ (labelled ‘CSF’) and ‘value drivers’ (labelled ‘VD’) merely 
account for 3,1% respectively 0,9% of the total disclosure. These two categories both 
concern the future performance of the company. CSF’s distinguish themselves from the         
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RIO and OSV categories by being more specific as to actual action to be taken by the 
company in order to achieve future goals. ‘Value drivers’ also differ from the mentioned 
categories with this respect. The almost non-existence of CSF and VD disclosure 
furthermore verifies the major point of critique raised by the SEC regarding the inherent 
lack of explanation and context within the MD&A (SEC 2003).  
Together with ‘segment information’, information on ‘critical success factors’ and 
‘value drivers’ might be perceived as being too sensitive for disclosure. Thus the 
evident lack of disclosure within these categories can be explained by the theory of 
disclosure known as propriety costs. In this respect, it is interesting that the category 
that by far is least disclosed upon, namely considerations of the ‘effects of voluntary 
disclosure’ (labelled ‘EFF’) could be a cornerstone to solving this dilemma or a least 
serve as management’s explanations for non-disclosure. Just 8 text units were disclosed 
within this latter category across the entire sample.  
The content analysis indicates that there is an overweight in the amount descriptive and 
context-providing information in the annual reports. Furthermore, a good deal of the 
information in the top three categories, accounting for 51,8% of the total disclosure, is 
related to branding the company as a good corporate citizen, i.e. legitimizing its 
existence. Furthermore, although there was a reasonable amount of management’s 
analysis of company data (7,2%), the results indicated that there were problems in 
getting passed the so-called restatement stage, and actually providing support in 
understanding performance measures in relation to the company’s situation. This was 
likewise the case for the intellectual capital theme.  
Furthermore, the content analysis illustrated that certain quite prominent themes in the 
authoritative literature such as: comparable non-financial information, critical success 
factors, value drivers and considerations of the effects of voluntary disclosure were 
almost non-existent in the annual reports analyzed.  
 
7  Discussion of correlations  
The statistical analysis, illustrated in figure 3, reveals that there exists a significant 
Pearson correlation, 0,927
5, between market capitalization and the total disclosure in the 
firms’ annual reports. This result is in line with the cost of disclosure theory (cf. 
Verrecchia 1983). As suggested by Aboody & Lev (2000) and Holland (2004), 
                                            
5 This result is significant on the 0,00001 level (2-tailed)         
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companies that to a large extent base their value creation processes and thus competitive 
strengths on knowledge resources, have strong incentives to assist the capital market 
agents in their analyses of the company’s value. Therefore, the existence of positive and 
significant correlation between disclosure and market-to-book value in our empirical 
sample would suggest that companies with a large proportion of intellectual capital 
disclose more information, thereby helping the capital market community in their 
information search process and minimizing the information gap, which is argued to be 
particularly wide for high-tech companies (Barth et al. 2001).  
Despite these assumptions, market-to-book value in our sample correlates negatively 
with disclosure; the correlation coefficient is -0,185, rendering an insignificant result. A 
possible alternative explanation for this phenomenon could be that companies with a 
high proportion of market to book value rely relatively more on the market for financial 
analysis than on the market for financial disclosure (see Barker 1997) to transmit 
information into the market. This proposition can be tested by correlating the 
companies’ market-to-book values with the number of investment banks actively 
following the company. This premise produces an insignificant correlation (0,300). On 
the other hand, extent of disclosure correlates extremely significantly with analyst 
following (rendering a significant correlation coefficient of 0,829), indicating that the 
markets for financial analysis and corporate disclosure through reporting practices are 
complementarities rather than substitutes of one another. Also, analyst following 
correlated significantly with market-capitalization (0,897). This is an indication of the 
fact that analysts services are paid through trading volume.  
The following sections will briefly discuss the results from the correlation matrix (table 
5). In the section above discussing the results across the companies, it was concluded 
that disclosure and the market value of the company had a strong correlation. The 
results also illustrated that market-to-book value and disclosure did not correlate. In 
conjunction with this, the correlation matrix indicates that the correlation between 
disclosure and market capitalization to a large extent is driven by ‘social and 
sustainability disclosures’ (0,933), ‘corporate governance’ (0,927), and items outside 
the identified framework for improving disclosure, namely ‘non-categorizable 
information’ (0,760). Thus, in line with the cost of disclosure theory, it is predominantly 
the large companies that provide these types of information focused on building 
institutional arguments.         
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It is interesting that it is primarily large companies that seem to focus on the disclosure 
of corporate governance and social and sustainability measures. Measures that in a 
sense are concerned with illustrating the company’s identity and explicating the 
institutional structures set in place to govern them. Perhaps it is the case that large 
corporations need an identity more than small companies? Or is it the case that these 
companies are in a stakeholder-identity crisis; i.e. that they cannot agree whether to 
position themselves as shareholder-oriented to satisfy investors, or as stakeholder 
oriented and satisfy society?  
The correlation between total disclosure and sub-categories is likewise greatest for 
‘corporate governance’ (0,934) and ‘social and sustainability disclosures’ (0,917), 
which also correlate quite significantly among each other (0,943). So, although not 
exactly stemming from the same theoretical and ideological branches of research, these 
results indicate that the corporate governance and social and sustainability themes are in 
fact concerned with pursuing the same agenda.  
‘Risks and opportunities’ (0,842) are also found to be significantly correlated with total 
disclosure. As discussed earlier, disclosures on ‘risks and opportunities’ often are 
combined with ‘corporate governance’ disclosures. This is confirmed by a correlation 
coefficient of 0,902 between these two sub-categories. An explanation of this could 
pertain to the fact that most guidelines for sustainability reporting include corporate 
governance measures (cf. GRI 2002, Elkington 1997, Heemskerk et al. 2003) but also 
that disclosing information on risks and opportunities is a part of most corporate 
governance recommendations.  
The results of the correlation matrix indicate a positive and significant inter-correlation 
between the three sub-categories ‘intellectual capital’, ‘objectives, strategy & vision’, 
and ‘non-financial information that is comparable’. As these sub-categories along with 
segment information correlate significantly, this might suggest that such disclosures are 
more probable to be disclosed in a comparable format. Perhaps this indicates that there 
is a cluster of information focused on building an understanding of the business; 
information which is designated an analytical point of reasoning by showing 
connections, directions and developments in the companies’ performance.           
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Pearson correlation matrix 
  Total  BI  SOC  NON  FIN  ANA  RIO  OSV  IC  CG  MAD  SEG  COM  CSF  VD  EFF 
Total  1 , 0 0 0                  
BI  0 , 6 2 4 *   1 , 0 0 0                 
SOC  0,917***  0,321  1,000               
NON  0,755**  0,580*  0,590*  1,000              
FIN  0,622*  0,578*  0,358  0,486  1,000             
ANA  0,544  -0,042  0,540  0,338  0,532  1,000            
RIO  0,842***  0,624*  0,754**  0,701**  0,413  0,363  1,000           
OSV  0,804***  0,348  0,780**  0,306  0,616*  0,646*  0,570*  1,000          
IC  0,622* 0,390 0,528 0,183 0,537 0,518 0,351  0,851***  1,000         
CG  0,934***  0,457  0,943***  0,682** 0,426  0,547  0,902***  0,725**  0,430  1,000        
MAD  0,494 0,518 0,268 0,362 0,623* 0,289 0,147 0,473 0,596* 0,220 1,000           
SEG  0,729**  0,293 0,691** 0,390 0,564* 0,603* 0,471 0,693** 0,574* 0,635* 0,696** 1,000         
COM  0,753**  0,321  0,777**  0,309 0,442 0,433 0,375  0,824*** 0,816***  0,597* 0,646* 0,776**  1,000     
CSF  0,354 0,436 0,210 0,085 0,498 0,149 0,443 0,556* 0,322 0,364 0,076 0,058 0,102 1,000     
VD  0,382 0,166 0,371 0,394 0,107 0,392 0,488 0,263 0,040 0,550 -0,225  -0,069  -0,061 0,437 1,000   
EFF  0,187 0,482 -0,106 0,198 0,610* 0,121 -0,042 0,149 0,302 -0,085  0,832***  0,517 0,266 0,054 -0,390 1,000 
                                 
Market capitalization  0,927***  0,430  0,933*** 0,760**  0,453  0,608* 0,699** 0,645*  0,434 0,927***  0,326 0,639* 0,666* 0,086 0,474 0,017 
Market-to-book value  -0,186 -0,241 -0,105 -0,105 -0,177 0,171 -0,377 -0,301 -0,269 -0,147 -0,063 -0,164 -0,123 -0,232 0,108 -0,088 
*** Correlation is significant at the 0.001 level (2-tailed) 
** Correlation is significant at the 0.01 level (2-tailed) 
* Correlation is significant at the 0.05 level (2-tailed) 
Table 5: Correlations between independent variables and disclosure categories 
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The results obtained from conducting Pearson correlations across the company totals 
confirmed the cost of disclosure theory put forth by Verrecchia (1983). These results 
also indicated that the markets for financial analysis and financial reporting (see Barker 
1997) were complementarities rather than substitutes of one another. The results across 
the themes suggested that ‘social and sustainability disclosures’, information on 
‘corporate governance’, and ‘non-categorizable information’ had the highest correlation 
with total disclosure, while ‘critical success factors’, ‘value drivers’, and ‘considerations 
of the effects of voluntary disclosure’ correlated the least. Among the most probable 
explanations of this is the fact that no matter how large the company, these disclosures 
were almost not made at all. 
 
8 Conclusions 
The question raised in this study is whether voluntary disclosure through e.g. new forms 
of reporting such as intellectual capital statements and sustainability reports constitute a 
plethora of irrelevant disclosures or in fact are becoming pertinent information sources 
for users? Through the conducted content analysis, this paper sheds light on the nature 
of the narrative information voluntarily disclosed in annual reports. If disclosures, 
discussion and analyses are not directed precisely towards what users consider as value-
adding information, they merely add to the plethora of information that decision-makers 
in the capital markets readily discard. Pertinence should be achieved be ensuring that 
annual reporting narratives become more than merely verbal reproductions and 
descriptions of the mandatory financial data already disclosed in tabular form.  
The content-analysis of the narrative disclosures in the total sample of annual reports 
from the Danish biotech, pharmaceutical and medicotech industry for the fiscal year 
2002/03 generated a number interesting results and implications. Because the applied 
method of analysis considers the amount of disclosure according to each theme, rather 
than studies that only consider existence versus non-existence, the results are able to 
constitute proxies for the importance of different categories of information where the 
weight of the disclosure may relate to the agenda that the companies’ management is 
trying to lay down.  
The results indicate that there is a lot of information in the analyzed reports that serves 
identity and branding related purposes. Together, the categories ‘background 
information’, ‘social and sustainability disclosures’, ‘non-categorizable information’,         
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‘corporate governance’, and ‘information on employees’ (a sub-category of ‘intellectual 
capital’) account for almost 60% of the total disclosure in the sample. Thus, a large 
proportion of corporate disclosures made through annual reporting concern an agenda of 
visualizing the company’s core values, mission statement, business concept, and social 
responsibility. This suggests that annual reporting plays a central role in legitimizing the 
company’s existence. 
As stated by the SEC (2003), management’s analysis of financial and operating data 
should constitute a central element of the narrative sections of the annual report and the 
MD&A should not be merely a restatement of financial information in a narrative form 
(SEC 2003, 10). The results in this paper indicate that this is clearly a lacking aspect of 
current disclosure practices and that the present state of analysis in annual reports is 
closer to merely being a restatement of the results, taking its departure from a 
stewardship perspective, rather than constituting a value added discussion and analysis. 
More often than not, the provided analyses lack coherence to future scenarios and 
specific comments on how these aspects affect the future value creation and growth of 
the company. This is a deficiency that must be overcome in order to move business 
reporting practices from constituting a plethora to being pertinent.  
Together with ‘segment information’, information on ‘critical success factors’, ‘value 
drivers’, and ‘non-financial measures that are comparable over time and across 
companies’ might be perceived from a management perspective as being too sensitive 
for external disclosure. Thus the evident lack of disclosure within these categories can 
be explained by the propriety costs theory. Despite this, accounts concerning the effects 
of voluntary disclosure that could possibly argue for the company’s reasons for non-
disclosure are the least disclosed upon category.  
Company size had a significant influence on the extent of companies’ disclosure, 
providing support for the cost of disclosure theory, but company size was not able to 
explain a relationship with the market-to-book ratio, as was a likely relationship to be 
derived from a theoretical perspective. However, the fact that there was a significant 
correlation between the extent of disclosures and analyst following showed that the 
markets for financial analysis and business reporting – respectively – were 
complementarities rather than substitutes of one another.  
Present business reporting practices seem to lack the detail, e.g. segment information, 
consistency, i.e. comparability of measures across time and peers, and awareness of the 
consequences of disclosure, that is vital in order for even professional users to find it         
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pertinent. At the present, voluntary disclosures through business reporting are not 
considered of very great importance to external users; an actuality that might be 
explained by the fact that rules of thumb applicable to analyzing new types of 
information and applying it to valuation decisions are non-existent.  
The empirical analysis suggests that the production of voluntary information through 
business reporting is a branding exercise concerned with illustrating corporate identity 
and branding the company as a good corporate citizen, more than they are about 
maximizing shareholder value. Therefore, disclosure behaviours may also be driven by 
isomorphic behaviour across fads and industries and geographic areas.  
Thus, the results of this study may be subject to industry and country norms. Therefore, 
similar studies, preferably comparing results across these two dimensions, would 
constitute a significant contribution. Another area for future study relates to the degree 
of commitment with respect to business reporting practices, both in relation to 
previously disclosed information but also in relation to the overall extent of disclosure.  
Finally, the initial effort with respect to categorizing business reporting information 
according to 15 themes form the authoritative literature, rather than merely taking the 
point of departure in the suggestions of the Jenkin’s Report (AICPA 1994, 44), like e.g. 
Beattie, McInnes & Fearnley (2002) do, paid off. The two main themes of information 
missing in the Jenkin’s Report (AICPA 1994), namely intellectual capital and social and 
sustainability measures amount to almost 20% of the total disclosure.  
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The financial report and related financial disclosures FIN Background information and business description BI
Capital expenditure CEX 34 3,5 General development of the business & company information BUS 1214 44,2
Cashflow CF 89 9,2 Products PROD 751 27,4
Debt DBT 32 3,3 Industry IND 31 1,1
Dividends DIV 43 4,5 Markets MAR 326 11,9
Gearing GEA 4 0,4 Processes PROC 62 2,3
Interst cover INT 15 1,6 Customers CUS 26 0,9
Profit & profitability measures PRO 295 30,5 Relationships REL 118 4,3
Tax TAX 26 2,7 Distribution DIS 26 0,9
Turnover/sales TUR 75 7,8 External regulation REG 15 0,5
Working capital WOR 144 14,9 Management; identity and background MAN   31 1,1
Share performance SHR 108 11,2 Major shareholders MSH 66 2,4
Other OTH 101 10,5 Compensation of management and shareholders incl. incentive plans COMP 79 2,9
Total 966 100,0 9,2 Total 2745 100,0 26,2
Management's performance measurement and operating data MAD Value drivers VD
Revenues REV 234 62,2 Growth drivers GRO 40 40,8
Costs COS 102 27,1 Excellence EXC 11 11,2
Productivity and production PRD 24 6,4 Innovation  VIN 21 21,4
Innovation INN 8 2,1 Company specific VCS 21 21,4
Quality QUAL 8 2,1 Industry specific VDI 5 5,1
Total 376 100,0 3,6 Total 98 100,0 0,9
Management's analysis of financial and non-financial data;  ANA Financial segment information SEG
Identification of and reasons for changes Financial   SFI 62 18,7
Financial data AFD 270 35,9 Geography SGE 72 21,8
Management data AMD 274 36,4 Products SPR 94 28,4
Macroeconomic trends AMT 101 13,4 Markets SMA 95 28,7
Market changes AMC 40 5,3 Total 331 100,0 3,2
Forward-looking information, e.g. outlook & pipeline data AFL 52 6,9 Information on intellectual capital IC
Other external trends AEX 10 2,0 Employees EMP 305 63,9
Total 752 100,0 7,2 Core competences CORE 39 8,2
Risks and opportunities RIO Core knowledge and technology TECH 56 11,7
Risks RISK 413 95,6 Organizational, structural & relational capital ORG 45 9,4
Opportunities OPP 19 4,4 Patents PAT 32 6,7
Total 432 100,0 4,1 Total 477 100,0 4,6
Critical success factors CSF Considerations of the effects of voluntary disclosure EFF
Activities Improving competitiveness CAC 42 13,0 Competitive considerations CC 0 0,0
Activities Improving the business CIB 47 14,6 Greater transparency towards the capital market CM 4 50,0
Securing future profitability SEC 147 45,7 Investor relations considerations IR 4 50,0
Realizing objectives, strategy and vision REA 86 26,7 Total 8 100,0 0,1
Total 322 100,0 3,1 Corporate governance metrics CG
Objectives, strategy, and vision OSV Board structure and assignments BOA 171 37,8
Objectives and goals OBJ 85 14,1 Division of power between board and management POW 16 3,5
Strategy STR 349 57,8 Governance in general GOV 265 58,6
Vision VIS 103 17,1 Total 452 100,0 4,3
Mission MIS 67 11,1 Social and environmental disclosures SOC
Total 604 100,0 5,8 Sustainability reporting SUS 623 38,0
Non-financial measures that are comparable  COM Social aspects ASP 398 24,3
across companies and over time Employees quality of life EMQ 66 4,0
Time-line TIME 226 97,0 Effects on society and community ESC 98 6,0
Comparisons across peers and competitors PEER 2 0,9 Environmental aspects ENV 455 27,7
Geographical comparisons GEO 5 2,1 Total 1640 100,0 15,7
Total 233 100,0 2,2 Other and no code applicable NON
Link to other source LINK 38 3,7
Accounting standards & policies STD 207 20,1
Background information on illness/ disease or other information  BACK 785 76,2
that is not linked specifically to the business or products
Total 1030 100,0 9,8
Total (all 76 categories) 10458 100,0 Working Papers from Management Accounting Research Group 
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